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!:XKC_V_ SUMMARY

The evolution of _lfare policy in recent years has increasingly

cast assistance programs in e short-term, remedial role. Certain events--such

as family breakups, loss of employment, and perhaps intergenerational poverty

--leave people in positions of severe economic need. For people in these

situations, assistance programs are intended primarily to provide help until

the family can become financially independent, with incentives and services

tailored to make the transition to independence occur as quickly and perma-

nently as possible. For others, however, the need for assistance may have

been triggered by the sudden onset of a disability, or by lack of sufficient

savings at time of retirement. For the permanently disabled and the elderly,

long-term assistance may be required.

In forming policies to help people become independent, it is essen-

tial to understand the dynamics of participation in assistance programs. What

events actually precipitate the need to apply for help? How long do people

usually receive assistance? _t events take them off the assistance rolls?

Do they stay off, or do they quickly return?

Recent studies have revealed much useful information about the

dynamics of participation in the Aid to Families with Dependent Children

(AFDC) program. Similar information about the Food Stamp program has been

lacking. Because the Food Stamp Program serves a much broader population than

AFDC, it cannot be assumed that the two programs have similar participation

dynamics.

This report presents information on the dynamics of the food stamp

caseload through the analysis of two data bases. Short-run dynamics are

examined with administrative data originally collected to evaluate the effects

of the Omnibus Budget Reconciliation Act of 1981 (OBRA). Monthly data were

collected over a three-year period (October 1980 through December 1983).

Long-run dynamics of food stamp receipt are examined over an eleven-year

period (1973-198&) using annual data from the Panel Study o£ Income Dynamics

(PSID).

×i



What are the circumstances that lead to food stamp recipiency?

In general, people who start receiving food stamps do so for two

primary reasons. First, they may experience a major change in household

composition which creates a new family unit without sufficient income.

Alternatively, the members of an intact household may experience a loss of an

income source, for example, through unemployment. The barriers to achieving

economic independence are likely to be more serious for the first type than

for the second, because a new household head must undertake economic

responsibility.

The PSID data show that 32 percent o£ households beginning food

stamp receipt experienced a major change in household composition (e.g., loss

of the head o£ household or spouse, or new family formation) in the year in

which the food stamp spell besan or in the preceding year. Many of these

households began receivin$ AFDC at the same time. For another 31 percent of

the households be$innin$ food stamp spells, earnin$s or other taxable income

had fallen by at least $500 from the preceding year without changes in uhe

adult composition o£ the household. Less comnon precipitating events included

decreases in number of adults other than the head and spouse, and increases in

household size.

This pattern contrasts sharply with that observed for AFDC. Bane

and El[wood (1983) found that 75 percent of households beginning AFDC receipt

experienced a major change in household composition (e.g. a wife or unmarried

woman becoming a female head of household). Only 12 percent of AFDC spell

beginnings were associated with a loss of earnings. These contrasting results

between the AFDC and Food Stamp Programs reflect the very different caseload

composition of the two programs. The very factors that make some food stamp

recipients categorically ineligible for AFDC--absence of children, or (in some

States) presence of both parents--may reduce barriers to economic

independence.

How Ions do people tend to receive food stamps?

Much concern has been focused recently on long-term recipients of

welfare. This in turn has resulted in increased emphasis on employment and

training programs and other initiatives designed to speed the transition to

independence. With regard to households and individuals that receive

xii



assistance for only a few months, less intensive work requirements, such as

job search, may be most appropriate. For households that require long-term

assistance but are elderly or disabled, employment and training programs are

moot. It is therefore of interest to determine the duration of food stamp

receipt, both for the population as a whole and for particular subgroups.

A key result o£ these analyses there/ore is that more than half o£

all continuous episodes of food stamp receipt end within ] months. Because

some households receive food stamps continuously for several years, however,

the average length o£ participat£on is 18 months. For some types of house-

holds, i.e. AFDC recipients and the elderly, participation tends to last

considerably longer than for the caseload as a whole: half of all episodes

for AFDC recipients go on for l& months or more, and half o£ all episodes for

elderly recipients, for t9 months or more. For other types o£ food stamp

recipients, i.e. york registrants, earned income cases, and singles, program

stays are shorter; half of all episodes in these categories last six months or

less.

Internittent contact with the Food Stamp Program lasts longer. Two-[

thirds of spells in the PSlD--defined as sets of consecutive calendar years in

which a household received food stamps in one or more months--last only one or

two years. The average length was 1.6 years; it was greater for households

receiving AFDC and households with elderly heads, and less for households with

earners and single individuals.

These numbers are in striking contrast with corresponding statistics

for the AFDC program, which tend to show substantially longer periods of

recipient dependency. Working with data from the Survey of Income and Program

Participation, Ruggles (1988) found that half of all continuous episodes of

AFDC receipt end within 11 months, compared with the 7 month median reported

here for the Food Stamp Program. Likewise, Bane and Eltwood (1983) found from

the PSID that tess than half of AFDC recipients ended intermittent contact

with the AFDC program within two years. As noted above, over two-thirds of

food stamp recipients did so with regard to the Food Stamp Program. Thus,

long-term dependency is less prevalent in the Food Stamp Program than in the

AFDC Program.
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What factors affect patterns of participation?

If agency staff could predict the future dependency of food stamp

cases based on their characteristics at the time they first appear in the food

stamp office, they might be able to tailor their case management services. We

therefore examined case closings and reopenings in a multivariate context.

Among specific factors considered were recipients' demographic character-

istics, presence of earned income, participation in other income support

programs, geographic and macroeconomic factors, and program attributes.

Strong relationships emerged with respect to each of these sets of variables,

which are in general consistent between the short-run and long-run analyses.

Among demographic characteristics, ye find that continuous time on

the program is greater for households with more children, fewer adults, older

heads, and black heads. The effects of these variables on periods o£ inter-

mittent contact with the program are similar, with the exception of the effect

of the age of the head of household. This exception presumably reflects the

fact that households with younger heads, although quicker to get off the food

stamp rolls, are then more likely to reopen within a few months than house-

holds with older heads.

Sources of household income are important predictors of the length

of time on the program. Presence of earners in the household at the start of

an episode reduces both length of continuous participation and length of

intemittent participation for most household types. Conversely,

participation in other income support prosramsNAFDC, Social Security, or CA--

increases length of both continuous and intermittent participation.

Among _eoEraphic and macroeconomic factors, there are no consistent

regional effects. The local unemployment rate at the time of an episode

beginning, however, had strong effects on both continuous and intermittent

receipt for childless households: participation tended to last longer in

areas with higher unemployment rates.

Finally, both the short-run and long-run models contained pre-post

indicators of important program attributes, namely, the implementation of the

OBRA changes and the elimination o£ the purchase requirement (EPR), respect-

ively. While these indicators may be capturing other secular changes, it is

at least suggestive that households that began to receive food stamps post-EPR

had substantially lower annual rates of leaying the Food Stamp Program.
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Are multiple episodes more tTpical than single episodes?

Policies aimed at moving people out of welfare dependency intend not

only to end the spell of assistance receipt, but also to leave the individual

in a position of continuing independence. It is important therefore to

consider patterns of recidivism among former food stamp recipients.

The data suuest that while the majority of food stamp recipients

participate for only a single continuous period, multiple spells are by no

means rare. Elderly Social Security and SSI recipients and young childless

couples are least likely to reopen (14 to 19 percent within six months of

closure). Reopening is most common for intact families with case heads over

40 and for single-parent CA cases eithout earnings (35 to 42 percent within

six months of closure). From the alternative perspective of time elapsed

since the beginning o£ participation, one-third of all cases begin a second

spell within two years.

Taking into account the length o£ the original episode and the

likelihood of returning to the program, one can estimate how many months o£

food stamps a case would be expected to receive in the £ive years after it

begins a spell. The groups b-ich the greatest food stamp participation over

this period are elderly individuals and couples who also get Social Security

or SSI, and AFDC recipients (28 to 37 months of food stamps). Those that

participate least are individuals and young childless couples who do not

participate in any ocher incomm maintenance programs (12 to 14 months).

These £indinss indicate that the success of policies promoting self-

sufficiency cannot be judged simply in terms of the length of a single spell

of public assistance. Recidivism, even though it appears to exist for a

minority of cases, is important. Policies designed to reduce the incidence of

multiple episodes--such as education and training programs that increase the

earnings potential of recipients who already have a work history and would

thus be expected to leave the rolls quickly--might be cost-e£fective in the

long run.
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What are the circumstances surrouading leavin s the program?

The likely success of alternative policies designed to reduce

welfare dependency may be inferred from examination of the changes that house-

holds experience concurrent with leaving the Food Stamp Program. The PSID

data show that marriage of the head of the household occurs in the same year

in 5 percent of all cases (10 percent for households which leave the AFDC

program at the same time). An additional 53 percent of such households experi-

ence an increase in earnings or other taxable income in the year of leaving

the program or in the following year, while & percent of the households cease

to exist due to the death of the last sample member. The corresponding values

for households that continue to receive food stamps are 2 percent, 3_ percent,

and 0 percent.

Thus by far the most important route out of food scamp dependency is

recipients' increased earnings--in contrast to the _ program, where more

than half of all exits are associated with marriage or loss of categorical

eligibility.

Conclusion

The analyses summarized above provide much evidence on the variety

of food stamp recipients. While some segments are as economica[ly dependent

as the AFDC population, and for the same reasons, other segments, which are

unburdened with young children or which contain multiple able-bodied adults,

are much less so. Still other groups of recipients, in particular the

elderly, are even less likely to achieve economic independence than AFDC

recipients. Thus, the Food Stamp Program, which is the sole income mainte-

nance program available to all poor people regardless of age, family

structure, or other characteristics, fills a variety of needs for a diverse

population.

xvi



INTRODUCTION

The purpose of this report is Co present analyses pertaining to the

dynamics of food stamp receipt. The analyses cover many different dimensions

o£ this topic, including short-run versus long-run behavior; rates of closings

and reopenings; reasons for openings and closings; and behavior of both

households and individuals.

The analyses address the £olloving questions:

1. What are the circumstances that lead to food stamp

recipiency?

2. Hov long do people tend to receive food stamps?

3. Are patterns of participation affected by:

* recipients' demographic characteristics;

· presence of earned income;

· participation in ocher income support programs;

· geographic or macroeconomic factors; and

· program attributes?

4. Are multiple episodes more typical than single
episodes?

5. What are the circumstances surrounding leaving the
program?

The central decision chat directed the technical approach to this

task vas to use tvo data bases co ansver these questions: an administrative

set that had originally been collected [or the purpose o£ evaluating impacts

o£ the Omnibus Budget Reconciliation Act of 1981 (OBRA), and the Panel Study

o£ Income Dynamics (PSID). Although these data sets di££er in several

important rays, perhaps the most striking di££erence is that OBRA data were

collected monthly over a period o£ three years, vhile PSID data on £ood stamp

receipt were collected annually over a period of 11 years. By conducting

parallel analyses on the tvo data bases, ye are able to estimate both long-run

and short-run e£iects.



An additional advantage of using both data bases is that not all of

the research questions listed above can be addressed by either one taken

separately. Table 1.1 shows the appropriateness of the two data bases for

answering each of the research questions. The primary Limitation of the PSlD

in the context of the research questions is that receipt of food stamps is

known only for the year as a whole, so that multiple episodes cannot be

explored. The primary limitation of 0BRA is that households are only observed

when they are actually receiving food stamps, so that reasons for opening and

reasons for closing cannot be determined. In addition, some particular

demographic and geographic variables are present in only one or the other of

the two data bases. With regard to program attributes, we have for each data

base chosen a single major event that occurred during the observation period,

and divided the period into "pre" and "post" segments. For the 0BRA data

base, that event was the implementation of the 0BRA changes, in October 1981.

For the PSID, the event was the elimination of the purchase requirement (EPR),

which occurred in 1979.

AIl analysis of food stamp participation to date has focused on the

household as the unit of analysis. When usin$ administrative data sets like

OBRA, there is no alternative. The PSID offers the opportunity, however, to

examine participation behavior of individuals. As explained in Chapter 4, we

feel that the concept of a spell of receipt for a family over a number of

years is ambiguous, and we have therefore performed our descriptive analyses

of length of receipt for individuals as well as for families.

In the chapters that follow, we first present a review of the liter-

ature on the dynamics of food stamp receipt. We then discuss our findings on

short-run dynamics, based on the 0BRA data, followed by our findings on long-

run dynamics, based on the PSID.



T4ble 1.1

APPROPRTATKNKSS OF PSID AND (>BRA DATA BASKS FOR

ANS_TNC RESEARCH QUESTIONS

Research _estions PSlD OBRA

1. _at are the circumstances that Yes No

lead to food stamp recipiency?

2. Boy long do people tend to receive Yes Yes
food stamps? (intermittent) (continuous)

3. Are patterns of participation
affected by: Yes Yes

· recipients' demographic characteristic;
· presence of earned income;
· participation in other income support

programs;
· geographic or macroeconomic £actors_ and
· program attributes?

4. Are multiple episodes more typical No Yes
than single episodes?

5. What are the circumstances sur- Yes go

rounding leaving the program?



_*PTER T_

REVIKW OF THE LIT_nATURE ON
PARTICIPATION IN THE FOOD STAHP PROCRAH

A small but growing body of literature exists which examines the

dynamics of participation in welfare programs. While most o£ these studies

deal with the Aid to Families with Dependent Children Program (AFDC), some

focus on the Food Stamp Program, or on a combination of programs which

includes food stamps.

The purpose of this chapter is to summarize methodological issues

and substantive findings concerning the length of participation in the Food

Stamp Program, recidivism, and reasons why people begin to receive or stop

receiving food stamps. Subgroup variation for each of these topics is also

discussed. While we concentrate on studies examining food stamp participa-

tion, we also refer to selected works on AFDC dependency which have made

important methodological contributions to the dynamics literature.

2.1 Nethodological Issues in the Study of the Dynamics o£ Wel£are
Receipt

Long (1985) 1 provides an assessment of studies on food stamp and

AFDC participation in the context of important methodological issues. She

further organizes her reviev into descriptive and multivariate analyses.

Four fundamental problems related to the adequacy of available data

plague descriptive studies o£ velfare dependency:

1. Due to the problem of Left and right censoring (the problem o£

truncated observation periods), meaningful estimates of spell duration cannot

be achieved by simple averaging of observed completed spells.

2. Households rarely remain completely intact over time, making it

difficult to decide whose participation in the program to track. Analyses

that select only those households that do not change are biased, and all rules

defining longitudinal families are at some level arbitrary.

lA list of references appears at the end of the report.




